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Free trade with the United States 
brings new rules for some SSC goods 
procurements in the $31,000-$213,000 
range. 

This issue of The Supplier is 
devoted to letting suppliers know how 
free trade can affect them in dealing 
with SSC as the central agency imple- 
menting the procurement provisions 
of the Free Trade Agreement that 
took effect on January 1. 

One of the most important features 
of these provisions is that they apply 
only to contracts for goods. 

Services are not affected (except 
services incidental to the provision of 
goods—installation, for example); 
there are no changes in the rules for 
service contracts. 

Had the Agreement been in effect 
in 1986-87, U.S. suppliers would have 
been able to compete for about 4.6 per 
cent of SSC purchasing in Canada, 
worth about $400 million. 

Meanwhile, the Agreement opens 
up approximately $3 billion a year in 
U.S. procurement to Canadian 
suppliers. 

Free trade builds on the GATT 
(General Agreement on Tariffs and 
Trade) Procurement Code under 
which a majority of industrialized 
countries, including Canada and the 
United States, have let each other’s 
suppliers bid on equal terms since 
1981 for goods contracts over an 
agreed amount—currently $213,000 
(US$156,000 in the United States). 

With free trade, Canada and the 
United States now extend this ‘‘nation- 
al treatment’’ to a lower limit of 
$31,000 in Canada and US$25,000 in 
the United States. 

This national treatment will apply 
to eligible goods as defined on page 3. 

Preferential policies like Area Buy 
and Canadian Content will not apply 
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to contracts covered by free trade— 
nor will the ‘‘Buy America’’ policy in 
the United States. 

Commodities most affected are 
listed on page 6 (see ‘‘The big five’’). 

Free trade does not mean that the 
Canadian and U.S. procurement sys- 
tems will be the same. 

It means, in broad terms, that sup- 
pliers of Canadian goods bidding for 
U.S. government contracts will be 
treated as favourably as their U.S.- 
based competitors and vice versa. 

There are important exceptions, 
listed on page 4 (see ‘‘Business as 
usual’’). 
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The $31,000 threshold is in effect 
until January 1, 1990, when it will be 
adjusted to take account of fluctua- 
tions in the value of the Canadian 
dollar. Adjustments will take place 
every two years from then on. The 
US$25,000 benchmark will remain 
constant. 

The new Canada-U.S. arrange- 
ments for notification, sourcing and 
evaluation are basically the same as 
the GATT Procurement Code. 

Open tendering will displace bid 
solicitation from registered suppliers 
as the usual contracting procedure for 
requirements covered by the GATT 
Procurement Code and the FTA. 

All opportunities to bid will be 
posted in a new weekly publication 
described on page 6 (see ‘‘Read all 
about it’’). 

The new process is outlined on 
page 3 (see ‘‘Step by step’’). 


The Supplier is published by the Public 
Affairs Directorate of Supply and Services 
Canada. Correspondence may be addressed 
to: 


The Supplier 

Public Affairs Directorate 
Supply and Services Canada 
Ottawa, Ontario 

KIA OS5 


Canada 


From the Minister’s desk .. . 


Free trade represents a historic turn- 
ing point for Canada, one that brings 
many new opportunities. 

I am especially pleased to have 
been appointed Minister of Supply 
and Services as the department begins 
to play its part in implementing the 
Canada/U.S. Free Trade Agreement. 
In my previous portfolio, as Associate 
Minister of National Defence, I was 
aware of the influence that govern- 
ment procurement can have on indus- 
tries, regions and individual com- 
panies. An expanded market, through 
free trade, will make these effects 
more evident. 

I share the confidence of business 
leaders that the challenge of U.S. 
competition will be met. Our record 
under the GATT Procurement Code 
tells the story. Both at home and 
in the foreign markets opened by 
GATT, Canadian suppliers have been 
successful. 

As Prime Minister Brian Mulroney 
says, Canadians have all the skills and 
enterprise needed to compete with the 
best. Fair competition brings dyna- 
mism, flexibility and innovation. 
Canadian business and the Canadian 
economy will be strengthened by free 
trade. 

This leads me to the unique oppor- 
tunities that free trade opens up to 
you as suppliers — opportunities to 
sell up to nearly $3 billion of Cana- 
dian goods in the U.S. procurement 
market. 

The fact that much of the purchas- 
ing done by the two governments is in 
similar fields is a help; companies that 
have the products my Department 
buys are well placed to sell the same 
products to the U.S. government — 
except in small business set-asides. 


With increased sales will come 
longer production runs, greater 
productivity to underwrite higher 
incomes, lower prices, economic 
growth and more jobs. 

As Minister of Supply and Ser- 
vices, my personal commitment is to 
work with you and for you to make 
the most of the benefits free trade will 
bring to all Canadians. 
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Paul Dick 
Minister of Supply and Services 


NOTE: Paul Dick is Member of Parliament for 
Lanark-Carleton in Ontario. Mr. Dick main- 
tained an active role in several law firms until 
he was elected to Parliament in 1972. 
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Step by step . . . how the new system works 


Open tendering procedures replace 
selective tendering as the procurement 
method for contracts covered by free 
trade and the GATT Procurement 
Code. 

Until free trade took effect on 
January 1, 1989, Supply and Services 
Canada invited pre-qualified suppliers 
to bid when a requirement came up. 

Now it publicly announces require- 
ments covered by Free Trade, and 
bidding is wide open to all potential 
suppliers in Canada and the United 
States. 


Notification: Starting in April 
1989, Notices of Proposed Procure- 
ment (NPPs) will be printed in a new 
weekly publication, Government Busi- 
ness Opportunities described on page 6 
(see ‘‘Read all about it’’). Until then, 
they are being published in the 
Canada Gazette. 

In most cases, bidders will have at 
least 40 days to submit bids. 


Sourcing: In most cases, any 
potential supplier in Canada and the 
United States can respond to an NPP, 
whether they are registered on a 
source list or not. 

However, selective tendering 
procedures can be used when pre- 
qualification of suppliers is necessary 
—because of the complexity of a require- 
ment, for example, or because it is 
important to maintain up-to-date lists 
of qualified suppliers for use in 
emergencies. 

Sole sourcing is permitted in some 
circumstances—for example, to pro- 
tect proprietary rights, to meet urgent 
needs, the replacement of spare parts 
from original suppliers or the provi- 
sion of prototypes. 

NPPs will clearly state whether 
open or selective tendering will be 
followed. 

Commodities requiring pre- 
qualification will be determined in 
advance and announced annually in 
Government Business Opportunities. 


Eligible Goods: Under the FTA, 
free trade in procurement is open to 
‘*eligible goods’’ which includes: 
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e Unmanufactured materials mined 
or produced in either Canada or 
the United States. 

e Materials manufactured in either 
Canada or the United States if the 
cost of components originating in 
other countries is less than half the 
cost of all components. 


Suppliers are required to attest the 
eligibility of goods they offer. 

When suppliers fail to fill out the 
Statement of Eligible Goods form in 
bidding, it will be assumed that the 
goods are not eligible. 

When bids are assessed, 10 per cent 
will normally be added to the bid 
price of non eligible goods, except for 
products of rationalized multinational 
enterprises and products of domestic 
origin. 

In multiple-item bids, this will 
apply only to the ineligible portion, 
not to the bid as a whole. 

It does not apply to procurement 
handled by SSC supply offices outside 
Canada and the United States. 

In addition, it may be waived in 
exceptional cases where insufficient 
competition is expected among prod- 
ucts accorded national treatment. 
This will be stated in the NPP. 


Bid Evaluation: Preferential poli- 
cies do not apply in contracts covered 
by free trade. 

This includes, among others, the 
Area Buy and Canadian Content poli- 
cies of Supply and Services Canada. 

On the U.S. side, the Buy America 
Act will not apply (although the 
small-business set-aside allowed under 
the GATT Procurement Code remains 
in effect). 


New opportunities for Canadian suppliers in the U.S. market 


A $3 billion U.S. market has been 
opened up to Canadian suppliers by 
free trade in procurement. 

Under the Free Trade Agreement, 
Canadian suppliers can sell to the 
U.S. government on broadly the same 
basis as U.S. suppliers can sell to the 
Canadian government. 

The threshold for contracts that 
Canadian suppliers can bid on is 
US$25,000. 


Supply and Services Canada esti- 
mates that this will give Canadian 
suppliers access to about 40,000 U.S. 
opportunities a year. 

According to data from 1984-85, 
the latest year for which statistics are 
available, the five largest commodity 
classifications involved, by dollar 
value, are: 


e General purpose automatic data 
processing equipment, software 
and support equipment (7,101 pur- 
chases totalling $419 million). 

e Instruments and laboratory equip- 
ment (5,002 purchases totalling 
$297 million). 

e Medical, dental and veterinary 
equipment (4,084 purchases total- 
ling $238.5 million). 

e Engine accessories (1,650 purchases 
totalling $107 million). 

e Furniture (1,921 purchases totalling 
$97 million). 


Together, these five categories 
account for 49 per cent of the value 
of U.S. government contracts covered 
by free trade. 


Canadians have already proven 
themselves competitive suppliers in 
the U.S. procurement market in many 
areas including vehicles, scientific 
apparatus, aircraft equipment, indus- 
trial machinery, plastic, rubber and 
leather products, electrical machinery 
and power generation machinery. 


For more information about selling 
to the U.S. government, contact: 


Embassy of Canada 

Trade Promotion and Market Access 
Unit 

2450 Massachusetts Avenue N.W. 

Washington, D.C. 20008-2881 

Telephone: (202) 483-5505 


Or 


United States Trade and Tourism 
Development Division (UTW) 
Department of External Affairs 
125 Sussex Drive 

Ottawa, Ontario 

K1A 0G2 

Telephone: (613) 991-9482 


Business as usual . . . what’s not covered 


The Free Trade Agreement will cover 
only about 4.6 per cent of Supply and 
Services Canada business. 

No requirement worth less than 
$31,000 is covered. Those worth 
$213,000 or more fall under the 


GATT (General Agreement on Tariffs 
and Trade) Procurement Code that 
has been in effect since 1981. 

All services are also excluded 
(except services incidental to the 
supply of goods—installation for 
example). 

Other major exclusions are: 


e All purchases for the departments 
of Communications, Transport and 
Fisheries and Oceans. 
National security and defence pur- 
chases for the RCMP and the 
Department of National Defence. 
However, the existing Defence Pro- 
duction Sharing Arrangements with 
the United States remain in effect. 
¢ Purchases by most Crown corpora- 
tions. The exceptions relate to 
agencies which are also already 
covered by the GATT Procurement 
Code, namely Canada Post and the 
National Capital Commission. 


¢ Research and development con- 
tracts generally, including those 
under the Unsolicited Proposal 
Program, as these are generally ser- 
vice contracts. Single tendering can 
still be used for procurement of a 
prototype or a first product in the 
course of an experiment. 

e¢ Purchases made in connection with 
“tied aid’’ to developing countries, 
when the recipient is required to 
use the Canadian contribution to 
buy Canadian goods. 

¢ Purchases from handicapped per- 
sons, philanthropic institutions and 
prison labour. 


Free trade is limited to federal pro- 
curement in both Canada and the 
United States. Procurement by pro- 
vincial, state and local governments is 
not affected. 
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Harmonized standards 
an aim 


Specifications and standards can be 
trade barriers; manufacturers in coun- 
tries where the standard for the thick- 
ness of widgets is 0.024 mm may 
forego business rather than retool to 
fill an order from another country 
where the standard is 0.023 mm. 

To overcome such trade barriers, 
Canada and the United States have 
agreed to: 


e Harmonize federal standards as 
much as possible. 


e Promote the harmonization of 
other standards. 


e Set up a process for mutual recog- 
nition and acceptance of each 
other’s accredited certification and 
testing organizations. 


The Canadian General Standards 
Board (CGSB), a branch of Supply 
and Services Canada, will play a key 
role in ensuring that these commit- 
ments are met. 

Meanwhile, existing National 
standards apply to procurements by 
each country. In Canada, about 1,000 
products are listed in the CGSB’s 
Qualification Listing Program. Buyers 
in both the public and private sectors 
consult these lists to identify reliable 
sources of supply. 


For more information, contact: 
Canadian General Standards Board 
Ottawa, Ontario 

K1A 1G6 

Telephone: (819) 956-0400 


An independent complaints board 


Suppliers who feel that a procurement 
under the Free Trade Agreement has 
not been fair will be able to call ina 
beteree: 

This referee will deal only with 
contracts awarded under the provi- 
sions of the Free Trade Agreement 
however. In all other cases existing 
complaint mechanisms remain in 
place. 

A Procurement Review Board is 
being created to look into complaints 
about Canadian procurements. 

Reporting annually to Parliament 
through the Minister of Consumer 
and Corporate Affairs, the board is 
an independant agency with no rela- 
tionship to Supply and Services 
Canada. 

For procurements by the U.S. 
government, complaints will be hand- 
led by the Comptroller General in the 
General Accounting Office, an arm of 
Congress, or for Automated Data 
Processing Equipment procurements, 
the General Services Administration’s 
(GSA) Board of Contract Appeals. 

The Canadian board can order 
that a contract award be postponed 
(except in cases of emergency or 
national interest). 

After investigation and, if neces- 
sary, hearings, it can recommend a 
range of remedies including cancella- 
tion of the contract, re-tendering or 
awarding the contract to the com- 
plainant. The response of Supply and 
Services Canada to the board’s 


recommendations will be included in 
the board’s Annual Report to Parlia- 
ment and will be distributed to the 
parties to the complaint at the time of 
the issuing of the board’s decision. 
The board can also recommend com- 
pensation of complainants and award 
costs to complainants for the costs of 
the complaint including legal fees and 
the costs of bid preparation. 

Ordinarily the board must make a 
determination within 90 days, 
although a 45-day ‘‘express option”’ is 
also available. 

Complaints by suppliers must be 
addressed to the board in writing, set- 
ting out grounds and the relief sought. 

For more information, contact: 


The Secretary 

The Procurement Review Board of 
Canada 

P.O. Box 1533 

Station ‘‘B’’ 

Ottawa, Ontario 

K1P 5B5 

Telephone: (613) 990-1988 

Fax: (613) 992-3686 


In the United States, contact: 


The Procurement Law Control 
Group, 

US General Accounting Office 

Office of the General Counsel 

441 ‘‘G’’ Street North West, Room 441 

Washington, D.C. 20548 

Telephone: (202) 275-9740 


or, for ADP equipment, 


Ms. Beatrice Jones 

Clerk’s Office 

GSA Board of Contract Appeals 
18th and F Streets, NW 

Room 7022 

Washington, D.C. 20405 
Telephone: (202) 566-0116 


Read all about it... 


Government Business Opportunities 


Starting in April 1989, suppliers will 
need to read a new Official weekly to 
learn of opportunities to bid on Cana- 
dian procurement under the Canada- 
U.S. Free Trade Agreement as well as 
under the GATT Procurement Code. 

Called Government Business 
Opportunities, it will cost $215 a year 
in Canada and US$258 outside 
Canada. 

It will publish Notices of Proposed 
Procurements (NPPs) for all Cana- 
dian requirements under GATT and 
the FTA. 

It will also publish announcements 
of contract awards. Suppliers can 
then contact successful firms to find 
out about possible opportunities for 
subcontracting. 


Each NPP will include a descrip- 
tion of the product required, the 
quantities required, delivery sched- 
ules, the closing date for bidding, the 
address for submitting bids, and con- 
tacts for bid sets and for further 
information. 

Government Business Opportuni- 
ties will be available from: 


Canadian Government Publishing 
Centre 

Supply and Services Canada 

Ottawa, Ontario 

K1A 0S9 

Telephone: (819) 997-2560 


Information on U.S. requirements 
is available in the American publica- 
tion Commerce Business Daily, avail- 
able for US $261 (including postage) 
from: 


Superintendent of Documents 
Government Printing Office 
Washington, D.C. 20402-9371 
U.S.A. 

Telephone: (202) 783-3238 


For more information... 


A newsletter isn’t big enough to 
answer every question. For more 
information, contact: 


Free Trade Co-ordinator 

Corporate Supplier Services Group 

Statistical Information and Data 
Management Branch 


Supply and Services Canada 
Ottawa, Ontario 

K1A 0S5 

Telephone: (819) 956-3400 
Telex: DSS HULL 053-3703 


The big five commodities on 
Canada’s shopping list 


Just five commodity classifications 
account for more than 40 per cent of 
the Canadian procurement spending 
covered by free trade. They are: 


¢ General purpose automatic data 
processing equipment, software 
and support equipment (736 pur- 
chases totalling $56.5 million in 
1986-87, the latest year for which 
data are available). 


e Instruments and laboratory equip- 
ment (582 purchases totalling 
$41.2 million). 


¢ Furniture (390 purchases totalling 
$32.2 million). 


e Medical, dental and veterinary 
equipment (262 purchases totalling 
$23 million). 


¢ Office supplies and devices (256 
purchases totalling $19.3 million). 
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